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Educational Debts and the
Worsening Position of Small-Firm,
Government, and Legal-Services
Lawyers
David L. Chambers
Law school operating costs are up. Tuitions are up. The debts of law
students are up. What is happening to the students who have borrowed
large sums? Are their debts affecting their decisions about the jobs to seek?
Once in practice, are they significantly affecting the standard of living they
can afford to maintain? What, in particular, is the effect of debts on those
who enter-or contemplate entering-small firms, government, legal ser-
vices, and "public interest" work where salaries are lower than in most other
settings in which lawyers work?
In the preceding essay, Jack Kramer has performed another extremely
valuable inquiry into the costs of legal education and the ways they are
being met. As ever, he glowers and harumphs and leaves the reader
melancholy about the present and the future. This article picks up where
Kramer leaves off and seeks to show that in some respects Kramer is not
nearly gloomy enough.
Kramer analyzes persuasively the sources of the rising costs of legal
education and the rising debts of students. In the latter half of the piece, he
explores the financial position of law school graduates, with various levels
of debt, taking first jobs in each of twenty large cities. He uses as
illustrations two sorts of persons: the person working at the average level
for starting attorneys in that city and the person working at the highest
reported salary for that city. He concludes that, even though law-school
expenses and law-student debts are high and rising precipitously, young
lawyers who earn -at or above the average will be able to pay their debts and
still live comfortably-Average earners will have to forgo a BMW in the first
years, but a newToyota remains well within range.
The problem/with averages, of course, is that, except in a world in which
everyone earns fhe same, some people will earn less than others. And, in
the real world, \some people will earn much less. Kramer deals only
glancingly with beginning lawyers who earn below the mean and, to the
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extent that he does deal with them, suggests that their problems will not be
severe. It is here that he seems both incomplete and incorrect. Now and in
the future, it is probable that large numbers of lawyers with below-average
earnings who work in government or other low-income settings will be
burdened with high educational debts and have difficulty maintaining a
standard of living at anywhere near the level hoped for by most young
professionals.
As onerous as the debts are for the lawyers who owe them is the impact
of the prospect of paying off such debts on the law student considering
working in small firms, government or legal services. The widening gap
between the salaries paid by the large and mid-sized firms and salaries paid
in other settings has already made work in the other settings much less
attractive than it once was. As debts from legal education rise, it may well
become harder and harder to attract able beginning lawyers into govern-
ment, legal services, and "public interest" work. I have only a small amount
of data on the actual effects of debt on starting lawyers' behavior and what
there is fails to demonstrate that debts exert any measurable effect on job
selection. Like Kramer, I rely largely on general information about salaries,
debts, and standards of living to paint a picture of the conditions that seem
likely to affect behavior over time and that surely affect, even now, the
standards of living that lawyers are able to sustain.
Who Are the Lesser Earning Attorneys?
For the roughly 15,000 beginning attorneys whose salaries were re-
ported to the National Association for Law Placement in 1986, the median
starting salary was $29,714. The mean was $32,757. As Table 1 reveals,
however, persons starting in private practice and business and industry
earned substantially more, in general, than persons in other settings, and,
within private practice, those in larger firms earned substantially more than
those in smaller firms. In fact those in the smallest firms began, as a median,
at only about half the salaries of those in the largest firms. And those
working in "public interest" settings, such as programs funded by the Legal
Services Corporation, earned even less. Of course, in absolute terms, the
median earnings of even the "public interest" lawyer-$21,080-was still a
substantial amount of money. Millions of Americans work fulltime and earn
less than $10,000 a year. What we are talking about is largely a matter of
comparative opportunity.
Table 1 makes clear that a great many attorneys begin work in jobs that
pay substantially less than the median of $29,700. We can see that 32
percent of all young lawyers begin work in very small firms, in government
or in legal services, or other "public interest" work, in all of which the
median earnings are less than $25,000. Another six percent remain
unemployed six months after law school, seeking but not finding a position
as a lawyer. The unemployed group probably includes some of the most
desperate graduates of all, a group that Kramer does not discuss at all.
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TABLE 1
Salaries of Starting Attorneys by Work Settings
Six Months After Graduation-Class of 1986*
Percent of Median Earnings
Graduates in Median As a Proportion
This Setting Earnings of Median For
Very
Large Firms
Private Practice 59 $34,537 .76
Self-Employed (2) -- --
Very Small Firm (2-10) (18) ($24,200) (.53)
Small Firm (11-25) ( 9) ($29,987) (.66)
Medium Firm (26-50) ( 7) ($35,930) (.79)
Large Firm (51-100) ( 7) ($40,415) (.89)
Very Large Firm (over 100) (13) ($45,516) (1.00)
Firm Size Unknown (3) ($38,555) (.85)
Business and Industry 8 $32,368 .71
Government (excluding clerkships) 11 $24,845 .55
Judicial Clerkships 11 $25,737 .57
"Public Interest" Organization** 3 $21,080 .46
Academic 2 $25,741 .57
Unemployed, seeking work 6 -- --
Total 100 $29,714 .65
*Data from the National Association for Law Placement, Class of 1986 Employment Report
and Salary Survey, National Summary Report (figures retabulated to include those still
unemployed and seeking work six months after graduation).
**Includes persons working for programs funded by the Legal Services Corporation and other
programs providing service to clients who qualify on the basis of financial need, as well as
persons working in other tax-exempt "privately supported public interest programs and/or law
firms, trade and professional organizations." NALP report, p. 5.
Since Table 1 reports medians, it itself disguises the wide variations in
attorney earnings within settings. Starting salaries are especially varied in
the small and very small law firms. In seventeen states, for example, lawyers
working in the very small firms averaged less than $22,000. In three other
states, by contrast, lawyers beginning in the very small firms averaged more
than $30,000. And within states, and even cities, salaries vary enormously.
NALP reports, for each city and state, not only the mean but also the range
of salaries for each category of job; in almost all states the lowest reported
salaries for both firms of 2 to 10 and firms of 11 to 25 were well below
$20,000. In Denver, for example, the average starting salary for a person
beginning in a very small firm was around $27,300 but at least one person
reported starting at $17,000.
Table 2 illustrates some common earnings in three of the generally
lowest paying work settings in four different states and compares them with
the salaries in the same cities in the very large firms. (These same states will
be used later to illustrate standards of living for starting attorneys with high
debts.)
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TABLE 2
Examples of Average Earnings in Four Settings
for all Beginning Attorneys-Class of 1986*
Average in Average in Average Average in
Very Small State and in Legal Very Large
Firms Local Services Firms
(2 to 10) Prosecutors (Civil) (Over 100)
Colorado
Denver $27,324 $29,818 $17,229 $39,133
Rest of State $24,113 $22,035 - -
Georgia
Atlanta $27,753 $19,750 $17,152 $42,399
Rest of State $21,336 $21,689 $13,900 -
Massachusetts
Boston (inc. Cambridge) $24,495 $21,778 $16,700 $48,172
Rest of State $21,336 $20,516 - -
New York
New York City $28,995 $24,417 $22,836 $61,203
Rest of State $21,574 $24,339 $20,272 -
*Derived from tables in the National Association for Law Placement, Class of 1986 Employ-
ment Report and Salary Survey.
Are There Many Lesser-Earning Lawyers with High Educational
Debts?
How large are the educational debts being carried by the attorneys
working in the small firms, in government, and in legal services? The short
answer is that, so far as I (or Kramer) can find, no one gathers data on a
national level about debts of persons in various work settings. One pilot
study of the graduating class of 1989 at ten schools is being conducted
now.'
Kramer's guess is that the starting attorneys in the lower-paying settings,
or at least in the small firms, are typically managing just fine, because the
law schools that they have attended have typically been public schools with
comparatively low tuitions. He envisions the starting lawyer in a small firm
as a person who paid an average tuition of about $2,300 for each of three
years and who has thus been able, even with living expenses, to keep total
borrowing from law school "well below $25,000."2
My own guess is not so cheery. In the first place, even if Kramer is
correct that most of those working in these settings have been able to keep
1. The author of this article is conducting the study on behalf of a task force on financial
aid of the Association of American Law Schools, the American Bar Association and the
Law School Admission Council.
2. I find Kramer's discussion on this point a bit obscure. He says that students who take the
jobs that pay less than the average probably "would have attended a regional private law
school, or more likely, a public law school." He says further that, "the relationship
between tuition-debt levels and the earnings to pay for them appears to be self-
correcting. It is only in very small firms . . . that the salary is likely to hover around
$25,000. These job sectors tend to attract public law school graduates, who bring the
lowest debt burdens with them." John R. Kramer, Who Will Pay the Piper or Leave the
Check on the Table for the Other Guy, 39 J. Legal Educ. 655, at 686-87 (1989).
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law-school debts well under $25,000, many today will have borrowed to
attend undergraduate school and thus have total debts well above $25,000.3
Secondly, contrary to Kramer's assertion, it is likely that a worrisomely
large number of graduates starting work in small firm and other lower-
earning settings will not have attended law schools with tuitions of only
$2,300 per year. Who are they? Some will be graduates of public schools
with tuitions well above the average figure of $2,300. (Here, again, the
problem of averages.) Many more will be graduates of private schools, but
probably not of one of the elite schools. Kramer overlooks the many "local"
private law schools,4 often located in large cities, which long have prided
themselves on providing a metropolitan area or state with many of its
practitioners and judges. Regrettably but understandably, these "local"
schools have, in general, raised their tuitions at much the same pace as the
private, "national" law schools. Many today charge tuitions of $7,000 or
even $9,000 a year.5
Yet others with high debts and comparatively low earnings will be
graduates of expensive "regional" or "national" law schools. Some among
them will be persons who wanted to work in the large firms but who were
not offered jobs. The large firms are reaching deeper and deeper down the
grade rankings of students at the "national" schools to fill their need for
associates, but they do not offer jobs to everyone. Other persons in this
group will have come to law school hoping to work in government or to
serve low income clients and have adhered to their plans. Kramer worries,
as I do, that ever higher law school costs are leading many of those with
dreams of public service into either abandoning their plans for law school
altogether or going to law school but abandoning their hopes for public
service. 6 These fears are well grounded, but at least among recent gradu-
3. The American Council on Education has recently reported on the debts of college
graduates of the class of 1984, many of whom will have been the law school graduates
of the classes of 1987 and 1988. According to the ACE, 43 percent of the class of 1984
were in debt for school expenses upon graduation. Of the borrowers, 34 percent owed
at least $7,000; 2 percent owed at least $15,000. N.Y. Times, Aug 9, 1988, at 9, col. 5.
4. The Law School Admissions Council (LSAC) classifies law school into three categories:
National law schools are schools with recognized, national reputations which
attract from all over the United States and place students all over the United
States. State law schools are in one way or another state supported and tend to
have a higher concentration of state residents than the national schools. Local
law schools are schools whose students are primarily from a single, well-defined
geographic area and who may end up practicing law in that area.
LSAC/LSAS, The Official Guide to U.S. Law Schools Prelaw Handbook: 1987-88
Edition 15 (Newtown, Pa., 1987).
5. Here, for example, are the tuitions and estimated living costs at four law schools started
within the last twenty-five years. They do not have the prestige of the old-line schools
and have not, I believe, become large suppliers to the large firms. The examples are
culled from the Official Guide to U.S. Law Schools. School 1 has a tuition of $7,020 per
year and estimates typical total costs of $12,551 per year. School 2 has a tuition of $8,400
per year and did not provide an estimate of expenses. School 3, in one of our largest
cities, charges $9,300 per year tuition and estimates, rather optimistically I'd guess, total
yearly expenses of $15,900. School 4 charges tuition and fees of $7,740 per year and
estimates total expenses of about $13,800.
6. He asks, "[W]hat about those who wish to attend the best and most expensive law schools
and actively seek the lowest payingjobs in the public interest or private sector?" Kramer,
supra note 2, at 689.
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ates of law school, some students with high debts still pursue careers in
public service. At the University of Michigan, for example, where most
students have the opportunity to work in the highest paying settings, the
group who choose to take jobs in legal services, "public interest" firms, or
government (excluding judicial clerkship) still include a significant number
of students with high debts. Michigan students complain that debts are
forcing them out of "public interest" work, but, at least in the class of 1987,
the group taking jobs in government and legal services included as high a
proportion of persons with debts over $30,000 as was the case among those
who took jobs in the large firms.
The short of it is that, contrary to Kramer's hunch, it is probably the case
that a sizable minority of the current law school graduates have above-
average educational debts and begin work at below-average earnings.
The Standard of Living of Beginning Lawyers with High Debts and
Lower Incomes
Kramer provides a valuable service by calculating the impact of debts of
various sizes on the standard of living of law school graduates. In a series of
examples, Kramer assumes young lawyers graduating from law school with
several levels of debt-$25,000, $37,090, $50,000 and $60,000, all at 8
percent payable over ten years. He assumes further that the loans are paid
at a fixed monthly rate or, in the alternative, on a graduated basis with
smaller payments in the early years. He then explores the effects of paying
off such debts on the standard of living of an attorney beginning work at
the average or high level in a variety of cities. The earnings figures he
assumes range from $37,000, the average starting salary in Los Angeles, to
$71,000, the highest reported salary in New York City. The standard of
living he chooses as a base for measuring how well the young lawyer could
live he derived from various standards developed by the Bureau of Labor
Statistics. Kramer calls his standard a standard for a single person as a
"starting professional. '7 He also refers to it as a "Yuppie" budget. Whatever
he labels it, his base figure is $15,160 after deducting Social Security and
personal income taxes, a figure that most lawyers will not consider
particularly lavish.
When Kramer completes his calculations, he reaches a somewhat
optimistic conclusion "that a single lawyer earning at the . . . average or
above in any of . . . twenty cities and with a debt of $37,090 would still
have between $6,700 (Los Angeles average salary) and $27,300 (New York
high salary) in hand to spend in a discretionary fashion after taking care of
all taxes, the basic household budget at a higher standard of living [i.e., the
"starting professional" or "yuppie" budget] and the graduated payments on
his or her education." Out of that $6,700 to $27,300, the young lawyer
could begin to make the capital expenditures on household furnishings, an
automobile, and so forth that young professionals (and many others in their
late twenties) typically want.
7. See Kramer's explanation, supra note 2.
8. Id. at 685-86.
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What I have tried to do is reach beyond Kramer and make some of the
same sorts of calculations for attorneys who earn less than the average. In
this effort, I have had the help of James Marsh, a student at the University
of Michigan Law School. We have assumed a total loan of $37,090 for three
years of law school at the same 8 percent, ten-year term that Kramer
assumes. (In 1988, $37,090 was the Graduate Student Loan-SLS capitalized
maximum. A substantial number of law students have law school debts
above $35,000. A considerably larger number have such debts when
undergraduate and law school loans are combined.) We assumed graduated
loan payments because they are more gentle in the early years after law
school (even though they cost more in the end).9 And finally we used as a
comparison point the same model standard of living that Kramer did-a
single-person's "lifestyle of the starting professional." We then applied all
this to hypothetical attorneys who earn $21,000 and $26,000 rather than to
Kramer's fortunate lawyers earning $37,000 to $71,000. We made the
computations for a variety of cities with varying costs of living and levels of
taxes.
Why did we pick $21,000 and $26,000? As a look back at Table 1 reveals,
$21,000 was the median level of earnings for legal services attorneys
nationally in 1986. It was also in the low, but still common range, for
persons working in small firms of two to ten lawyers and in government. In
much the same manner, $26,000 was slightly above the average for starting
lawyers in prosecutor's offices and a common level of earnings for small-
firm lawyers in many cities.
Table 3 displays what we found. It is quite different than Kramer's
picture. At $21,000, those working in New York or Boston, two of the
nation's most expensive cities, would not have come anywhere near
Kramer's young professional standard. Those in Atlanta (or in other large
cities like Chicago, Philadelphia, or Los Angeles) would also have fallen
short of the Kramer standard. In most smaller cities (but not all), a starting
lawyer earning $21,000 could have sustained a "young professional's"
budget after paying taxes and loan installments, but would have had very
little left over for extras (such as vacations) or for capital accumulation.
Even at $26,000, those working in New York and Boston still could not
have maintained the "young professional" standard. On the other hand, in
most other cities, particularly small cities, a person earning $26,000 could
have maintained the standard and had some left over for other expendi-
tures. In fact, though Table 3 does not reflect it, in most of these cities, a
person could have maintained (though more narrowly) a "young profes-
sional's" standard on $26,000, even if their debt were larger-say,
$50,000-and even if they made payments at a fixed annual rate rather
than a graduated rate.
9. A borrower will in the end pay more interest with a graduated loan. Under the current
tax laws, the interest is no longer deductible.
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TABLE 3
A.
Economic Position of Persons with Educational Debt of $37,090
and Gross Income of $21,000
A. B. C. D.
Denver
Grand Junction
Atlanta
Macon
New York City
Syracuse
Boston
Worcester
Yearly
Total Loan
Salary Taxes Payment*
$21,000 $4,790 $3,338
$21,000 $4,790 $3,338
$21,000 $4,827 $3,338
$21,000 $4,827 $3,338
$21,000 $5,369 $3,338
$21,000 $4,838 $3,338
$21,000 $4,925 $3,338
$21,000 $4,925 $3,338
Disposable
Income
A-(B+C)
$12,872
$12,872
$12,835
$12,835
$12,293
$12,824
$12,737
$12,737
E.
Kramer's
Young
Professional
Budget
F.
Excess Over
Kramer
Budget (D-E)
$12,504 $ 368
$11,473 $1,399
$13,474 ($ 639)
$11,752 $1,083
$18,301 ($6,008)
$11,558 $1,266
$18,471 ($5,734)
$14,808 ($2,071)
B.
Economic Position of Persons with Educational Debt of $37,090
and Gross Income of $26,000
Salary Taxes
Denver
Grand Junction
Atlanta
Macon
New York City
Syracuse
Boston
Worcester
Loan Disposable
Payment Income
$26,000 $6,581 $3,338
$26,000 $6,581 $3,338
$26,000 $6,668 $3,338
$26,000 $6,668 $3,338
$26,000 $7,523 $3,338
$26,000 $6,805 $3,338
$26,000 $6,716 $3,338
$26,000 $6,716 $3,338
$16,081
$16,081
$15,994
$15,994
$15,139
$15,857
$15,946
$15,946
Kramer Remaining
Budget Funds
$12,504 $3,577
$11,473 $4,608
$13,474 $2,520
$11,752 $4,242
$18,301 ($3,162)
$11,558 $4,299
$18,471 ($2,525)
$14,808 $1,138
*Assuming graduated payments.
Table 3 may, however, make the position of the person with earnings of
$26,000 seem more comfortable than the person is likely to feel. Kramer
examines the effects of debt burdens in two ways. The way it is displayed in
Table 3-how much a person has left over after paying off debts-is the
one that Kramer principally emphasizes. The second and much more
common way that people in the loan field measure debt burden is by
dividing a person's annual debt payments by her total pre- or post-tax
income. This way is probably more faithful to the psychological impact of
debt on a person's sense of well-being.
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A good deal has been written in recent years about the size of
educational debts that people can handle in relation to their income. 10 No
consensus exists because there is no common agreement about what it
means not to be able to "manage." Are we concerned about a high
probability of default? Difficulty in obtaining other credit? A substantial
impact on one's standard of living? Simply feeling pinched? Accordingly,
the percentages of after-tax income that various writers believe that people
can "manage" successfully as educational loan payments vary widely." The
principal writers about educational debt nonetheless hover within a fairly
narrow range in their recommendations. Daniere, one of the respected
writers in the field, advised persons not to assume educational debts greater
than seven and one-half percent of post-tax first-year income. 12 Dwight
Horch, another frequent and well regarded commenter, suggested, quite
sensibly, different percentages for people at different earning levels
(somewhat higher percentages as income rises). For professionals begin-
ning work at higher beginning salary levels (salaries of more than $20,000),
he suggests nine percent of after-tax earnings as the highest manageable
level.'8 Kramer himself in an earlier article says that "no borrower can
afford to repay educational debt in excess of . . . 8 percent of post-tax
income."14
Table 4 displays debt payments as a percentage of earnings for our
examples of persons with cumulative debts of $37,090 and with starting
salaries of $21,000 or $26,000. The percentages are very high. For every
city, even the person earning $26,000 would have been paying at least
seventeen percent of his earnings, far more than any of the writers
recommend as a manageable burden. In fact, in order to handle a debt of
$37,090 and keep payments at less than nine percent of after-tax income a
person would have to have earned more than $50,000, more than twice
what the average very small firm lawyer earned in 1986 during the first year
after law school. Or, conversely, students who knew they would earn only
$21,000 would have had to have limited themselves to borrowing no more
than about $15,000 in order not to pay out more than nine percent of
after-tax income in loan payments.
10. See review by James B. Stedman, The Cumulative Educational Debt of Postsecondary
Students: Amounts and Measures of Manageability, Congressional Research Service
(mimeo) (Washington, D.C., 1984); Janet S. Hansen, Student Loans: Are They
Overburdening a Generation? (Washington Office of the College Board) (New York,
1987).
11. See Hansen, supra note 10, at 16; see also Dwight Horch, Determining Student Capacity
to Borrow, in Proceedings of the College Scholarship Service Colloquium on Student
Loan Counseling and Debt Management 77, 78 (New York, 1985).
12. Horch, supra note 11, at 78.
13. See Dwight Horch, Estimating Manageable Educational Loan Limits for Graduate and
Professional Students (Princeton, N.J., 1978).
14. John R. Kramer, Will Legal Education Remain Affordable, by Whom, and How? 1987
Duke L.J. 240, 263-64 (1987).
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TABLE 4
Yearly Loan Payments As a Percent of After-Tax Income for
Persons Borrowing $37,090 and Earning $21,000 or $26,000
Persons Earning $21,000 Persons Earning $26,000
Loan Payment Loan Payment
Net Inconie As a Percent Net Income As a Percent
City After Taxes of Net Income After Taxes of Net Income
Denver $16,210 21 $19,419 17
Grand Junction $16,210 21 $19,419 17
Atlanta $16,173 21 $19,332 17
Macon $16,173 21 $19,332 17
New York City $15,631 21 $18,477 18
Syracuse $16,162 21 $19,195 17
Boston $16,075 21 $19,284 17
Worcester $16,075 21 $19,284 17
The writings on manageable levels of debts thus suggest a somewhat
different set of conclusions than might be drawn from Table 2. The
writings indicate that even if those living in Macon or Syracuse can afford
to pay off their debts and maintain a "young professional's" standard of
living, the amounts devoted to debt repayment will probably still seem
extremely onerous to them. (They also suggest that even some of Kramer's
average earning attorneys will feel pinched, for they will be paying at least
thirteen percent of after-tax income on a $37,000 debt.)
For some of the lower earhers with substantial debts, the situation is
somewhat better than we portray it here, but, for others, it is worse. We
have been computing the situation for lawyers in their first year of practice,
asking whether they can live at a certain standard of living for a single
person. The situation is likely to be less painful financially for the person
who has a working spouse or partner. Moreover, of course, year-by-year
while in practice, lawyers' earnings typically rise while their debt payments
remain the same (or, with graduated payments, rise affordably), leaving
them with more post-payment disposable income. Even here, however, the
situation is probably comparatively less promising for the government or
legal services lawyer than it is for the lawyer in a sizable firm, because, at
least during the past decade, most government and legal services lawyers
have received small or no raises while the income of most associates in mid-
and large-firm private practice rose rapidly.
For some people today, the situation is even worse than portrayed here.
While our calculations for the single person may paint too bleak a picture
for the person who is attached to another person with a career, it does not
paint a sufficiently bleak picture for single parents trying to raise children
on their own or for couples who want to have children and want to allow
one of them to withdraw from the labor force or work parttime for some
period. For these persons, it takes more disposable income to sustain a
"young professional's" standard.
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This section has speculated on the degree of difficulty law-school
graduates are likely to experience in paying off their educational debts. A
little information is available from one law school's graduates about the
actual difficulties experienced. The University of Michigan Law School
surveys its alumni five and fifteen years after graduation. The most recent
five-year classes that have been surveyed, the classes of 1982 and 1983,
were asked about their total educational debt on graduation from law
school and, on a scale of 1 to 7, how much difficulty, from none to a great
deal, they had experienced in paying off the loans in the five years since law
school. The average debt for the members of those two classes, among
persons with any debt, was about $15,000. Five years after graduation, the
great majority of the class were working in private practice and, among
those in private practice, few, even of those with debts above $15,000,
reported difficulties in making payments.' 5 On the other hand, nearly half
of those with debts of $15,000 or more who were currently working in
government, legal services, public defenders or other public interest
settings reported that they had experienced moderate to great difficulty in
meeting their obligations.' 6 It seems likely that the graduates of other law
schools with similar debts who are now working in similar settings would
report similar discomfort.
Implications-And a Glimpse of a Bleaker Future
Jack Kramer's article invites concern about the rising costs of legal
education, but leaves the reader hopeful about the position of the "average"
young lawyer heading off into practice believing that he has a debt as large
as Brazil's. The additional figures we have provided are more sobering.
They suggest that on debts above $30,000 even Kramer's "average" lawyers
are likely to feel a bit squeezed and that those who are working in very small
firms or in government or in legal services at substantially less than average
salaries will often feel under considerable financial pressure.
The implications for the profession of the growing debts of students in
relation to income are uncertain. Some people believe that debts are
15. Of those with debts of$15,000 or more, 17 percent of those in firms of up to ten lawyers
and 8 percent of those in firms with more than ten lawyers reported that they had had
moderate to a great deal of difficulty (categories 4 to 7).
16. Eighteen of the 39 persons working in government, legal services or other public interest
work who had debts of $15,000 or more (47 percent) placed themselves in categories 4
through 7. We also looked for the relationship between expressions of difficulty in
paying the loans and the ratio of educational debt to first year and current income. The
strongest relationship was with current total family income: not surprisingly, the lower
the current family income, the more the expressed difficulty in paying the loans. For
half the class members with any debts, their total educational debt on graduation
equalled 20 percent or less of their current year's family income five years after law
school. (Average family income for those with debts was $82,100.) For those with debts
equalling 20 percent or less of their family income for the year, only 6 percent reported
that they had had moderate to great difficulty in paying off the loans. By contrast, of the
small group of persons (27 in all) whose debts at graduation equalled more than 50
percent of their most recent year's family income, 59 percent said that they had
experienced moderate to a great deal of difficulty.
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already having a significant effect on student's job choices.17 Debts, they
believe, are affecting the choices of two different groups. One group are the
college graduates who are deciding whether to attend law school. Writing in
1985, Theodore Marchese of the American Association for Higher Educa-
tion could unearth no studies of the effects of the prospects of debt on
undergraduates' choices about professional education, but reported an
increasing number of stories from administrators about applicants asking
hard questions about their ability to pay off loans.
The other group are the law students in the middle of law school, who
have already borrowed $20,000 or $30,000 and are deciding where to seek
employment. Those who believe that debts are already having an affect on
career choices point with alarm to the changing pattern of placement at
many of the nation's law schools. At many "national" schools in the 1970s,
about 70 percent of graduates entered private practice, many in small and
mid-sized firms. The remaining 30 percent were generously spread around
government, corporate counsel's offices, and "public interest" work. By the
late 1980s, at these same schools, 90 percent or more of the graduates were
entering private practice, and, of those entering private practice, a higher
and higher proportion were entering the largest and highest paying
f'-ms.18
Since the dramatic rise in law-student debts has also occurred during the
1980s, it is inviting to attribute to it a large part of the changing pattern of
placement. And debts well may explain part of the change. Yet there are at
least two other plausible explanations that may account entirely for it.19
One is simply that the large firms are hiring vastly more associates than in
the past, that these firms have always held an allure for the students at the
"national" schools, and that the firms, in their appetite for associates, are
now willing to hire students with lower grades than they were once willing
to consider. The second explanation is that, over the same period, the gap
17. Very little research yet exists on the relationship between student choices and debt. See
discussion in Theodore Marchese, Fulfilling the Institution's Responsibility to Student
Borrowers, in Proceedings of the College Scholarship Service Colloquium on Student
Loan Counseling and Debt Management 1, 10-12 (New York, 1985).
18. I have recently gathered data from the placement offices of about forty law schools.
Patterns of placement differ widely among schools, but at the "national" schools in my
sample (about a dozen) the pattern was uniform-a decline over the last decade in the
numbers of students entering government, legal services and public interest work (not
includingjudicial derkships), a steady rise in the numbers entering the largest firns. At
one of these schools, for example, 20 percent of the graduating classes of 1976 and 1977
entered government or similar work (excluding clerkships) and 36 percent entered large
firm practice (firms of 50 or more attorneys). Ten years later, in 1985 and 1986, at the
same school, only 6 percent entered government or similar work, while 73 percent
entered large firms.
19. A third partial explanation is that there are fewer government and other "public
interest"jobs available now. That is true, but probably cannot account for the decline in
national law school graduates entering them. In the first place, the decline in public
service jobs, though substantial, has not been as great as many believe. About 25 percent
of new law-school graduates entered such jobs in 1976 and 1977; 17 percent entered
such jobs in 1986 and 1987. (Annual reports of the National Association for Law
Placement). The decline in the proportion of national law school graduates has been
much more precipitous than the decline in available public jobs. Moreover, even if there
has been a decline, the national law school graduates probably could have obtained a
higher proportion of the jobs that were available if they had sought them.
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between the earnings available in the large firms and the earnings available
in other settings has widened dramatically, and that the ever higher
earnings in the large firms would attract students to the large firms, wholly
apart from their educational debts.2 0 Lenders could, by this hypothesis,
forgive the debts of all law students and the same high proportions would
still choose to take the highest-paying jobs.
At Michigan, I have been looking for indications that debts are affecting
students' first job choices, seeking to learn whether people with high debts
are turning away from the lower-paying jobs in greater numbers than
persons with no or low debts.2 ' As yet, somewhat surprisingly, there is no
evidence that they are doing so. Students with high debts are not entering
the large firms at any higher rate than students with low debts or no debts.22
Rising tuitions and debts may nonetheless affect nearly all current law
students, whether or not they have had to borrow. They may be doing so by
inviting the view that a law-school diploma is simply a capital asset, acquired
at high cost and needing, demanding, to be exploited. More and more
graduates may be taking the cold-blooded but increasingly understandable
view of the law degree as investment that Ehrenberg purveys elsewhere in
this symposium.
Whether or not debts have much effect today on the job choices of
graduates of Michigan or of other schools, they may, together with the
salary gap, have more of an effect',over time.
With a few risky assumptions, it i ,possible to take a peek into the future.
Assume, as Kramer does, that law school tuitions and student living costs
will rise over the next decade at an average annual rate of about 8 percent,23
20. Ehrenberg calculates that in 1975, attorneys beginning work in the federal government
earned slightly more than the average for all starting attorneys. By 1986, beginning
lawyers in government earned, by his calculations, less than three-fourths of the average
starting salary for all attorneys. Information from individual schools is even starker. At
Michigan, for example, of the classes of 1972 and 1973, excluding judicial derks, 21
percent took jobs after graduation in government, legal services, or other "public
interest" settings. At that point, the average starting salary of those who began in the
large firms (firms of 50 or more) was $15,500, while the average starting salary of those
entering government was $13,800 and legal services was $10,400. Ten years later, only
8 percent of the classes of 1982 and 1983 entered government or similar settings. The
average starting salary of those entering large firms had risen to $35,300, while those
entering government averaged $25,500 and those entering legal services $14,100. The
legal services attorney had earned 67 percent of the large-firm attorney in 1972-73, but
earned only 39 percent as much as the large-firm attorney in 1982-83. (Data from
alumni surveys, University of Michigan Law School.) The gap has widened in the years
since 1983. The starting salary in 1988 for new federal attorneys, who typically enter at
grade GS-11, was $27,716, while starting salaries at the large firms were over twice as
high. Ronald G. Ehrenberg, An Economic Analysis of the Market for Law School
Students, 39 J. Legal Educ. 627 (1989).
21. Ehrenberg finds some evidence that higher tuition reduces the proportion of students
entering public sector or public interest jobs. Ehrenberg, supra note 20, at 634, and
Table 2, band B.
22. Of course, even if high debt students entered large firms more frequently than low-debt
students, it does not follow that the high debts caused them to enter the higher paying
settings. It could be that law students borrow more when they anticipate entering
high-paying settings and rely more on earnings from part-time work during law school
when they anticipate entering lower paying settings.
23. Tuitions are likely to rise over the next decade at an average rate of about 10 percent
while other living costs rise at a slower rate. Kramer, supra note 2.
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that first-year salaries in government and legal services will continue to rise
at a low rate of around 3 percent per year, and that the cost of living (and
Kramer's standard budget) will rise at a rate of 4.5 percent a year. Using
these assumptions, Table 5 portrays the young government lawyer in 1987
who borrowed $37,090 for her educations and compares her position with
a lawyer starting in a comparable position ten years later. What we see, of
course, is that the starting salary of $21,000 or $26,000 will have risen in
absolute dollars but that, because of inflation and high loan payments, the
starting lawyer with high debts will be substantially worse off in 1997 than
in 1987. The person who earned $26,000 in 1987 was able to pay taxes and
loan payments and live at Kramer's "young professional" budget, though
just barely. The lawyer starting in the same hypothetical position in 1997
will expend an astounding 28 percent of after-tax income as loan payments
and, after making the payments, live at well below the Kramer standard.
TABLE 5
The Low Earner in 1987 Compared With the Low Earner in 1997-Lawyers
Beginning in Local Government in Atlanta in 1987 and 1997*
A. B. C. C/B D. (B.C)/D
Loan As Kramer Net Income
After Annual Percent of Young As a Percent
Tax Loan After Tax Professional of Kramer
Salary Income Payment Income Budget Budget
Starting Attorney
1987 $21,000 $16,173 $3,338 21 $15,136 85
1997 $28,222 $21,734 $7,206 33 $23,506 62
Starting Attorney
1987 $26,000 $19,332 $3,338 17 $15,136 106
1997 $34,941 $25,981 $7,206 28 $23,506 80
*Illustrations of the probable situation in 1997, assuming 3 percent annual rise in starting
salaries, 4.5 percent annual rise in cost of living and 8 percent average annual increase in law
school costs (and loan amounts).
The higher loan payments and declining living standard of the govern,
ment lawyer tell only half the sad tale. The other half of the tale is the
comparative position of the government lawyer and the pace-setters, the
lawyers in the large firms. In the mid-1970s, newly graduated attorneys
working for the federal government, for example, earned slightly more than
the average of all attorneys. 24 Since then, starting federal salaries have
stagnated (and, in some cases, starting salaries have actually declined) while
large firm salaries have grown rapidly. Today, as we have seen above, 25
attorneys working in the largest firms earn almost twice as much, on
average, as the attorneys starting in government and more than twice as
much as the attorneys in legal services.
What will matters look like in ten more years? Even worse if present
trends continue. Competition among the largest firms has pushed salaries
24. Ehrenberg, supra note 20, at 645, n.26.
25. See supra Table 1.
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up, in many cities, at an average annual rate of more than 10 percent. Let
us assume an 8 percent average annual increase in starting salaries in the
largest firms over the next ten years just to see what the world might look
like. As Table 6 displays, if lawyers in very large firms in Atlanta began at
$46,000 in 1987, they'd begin in 1997 at $99,310.
TABLE 6
The High Earner in 1987 Compared with the High Earner in 1997-Lawyers
Beginning in Large Firms in Atlanta in 1987 and 1997*
A. B. C. C/B D. (B-C)/D
Loan As Kramer Net Income
After Annual Percent of Young As a Percent
Tax Loan After Tax Professional of Kramer
Salary Income Payment Income Budget Budget
Starting Attorney
1987 $46,000 $30,247 $3,338 11 $15,136 178
1997 $99,310 $65,301 $7,206 11 $23,506 247
*Illustrations of the probable situation in 1997, assuming 8 percent annual rise in starting
salaries in large firms, 4.5 percent annual rise in cost of living and 8 percent average annual
increase in law school costs (and loans).
The rich get richer and the not so rich get not so richer. If salaries
continue to increase in large firms faster than the rate of inflation and in
government at less than the rate of inflation, then, of course, debts aside,
large firm workers will continue to improve their standard of living and
government workers will continue to fall behind; the gap between them will
continue to expand. The salary gap alone may discourage all but the rarest
new law school graduate from entering public service. Starting salaries in
the large firms would then be three times the salaries in government.
Will crushing debt make the government's or legal service's office's
problem in attracting lawyers any worse than they already are? At first
blush it would appear unlikely that persons willing to considerjobs in public
service at a third of the pay available in the firms would be deterred by the
prospect that the disparity will be made slightly greater by loan payments.
But perhaps, for some persons, heavy loans will still have an effect.
Consider again the person in Table 5 earning $26,000 in 1987 and, with 3
percent increases, about $35,000 in 1997. In 1997, such a person if she had
no educational debts could still maintain the Kramer "young professional"
standard of living (compare the second and fifth columns). With a large
debt to pay off, however, the same person would not be able to maintain
that standard. (See the last column.) Of course, few people consult tables of
the Bureau of Labor Statistics or articles by Kramer or Chambers when they
decide where to work, but some may be willing to ignore the high salaries
of the large firms so long as they can hope to maintain a reasonably decent
standard of living. By the 1990s, their debts, looming large as they finish
law school, may make them fear, justly, that if they accept the government
job they will not be able to afford a decent apartment or own their own car
or take a vacation trip.
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What all this suggests is that government, legal services, and small firms
already face a crisis in attracting able people to work for them and that the
crisis is likely to deepen over time. The widening chasm between private
firm salaries and the salaries in these other settings will remain the largest
source of the difficulty, but debts may have some additional marginal
effects. Programs to alleviate the debt burdens for those in government,
legal services, and small firms may at least encourage those with the
strongest desires to work in these settings to enter or stay.26 In any event,
the problem is a serious one for young persons who would like to serve the
public or serve low or modest income clients. The problem is also serious
for the low and middle income clients themselves. Will people with any
other choices be willing to serve them?
26. In addition to the suggestions elsewhere in this volume, some legal services programs, as
a part of their collective bargaining agreements with attorneys, have programs for
paying part of the educational debts of their staff. In a similar manner, the state of
Maryland has recently adopted legislation that sets up a program of loan assistance
repayment for persons who obtain education in Maryland and then work in certain
lesser-earning settings. Priority is to be given under the program to persons who provide
"legal services to low-income residents in the state who cannot afford legal services." Md.
Code Ann. § 18-1601 (1988).
